" INTERNAL REVENUE SERVICE Department of the Treasury
District Director -~

Date: Employer ldentification Number:

JUN'16 1993

Casa Number:

Person to Contact/Badge Number:

Contact Telephone Number:

Refer Reply To:

Dear Applicant

We have considered your application for exemption from Federal income tax as an
organization described under section 501(c)(3) of the internal Revenue Code.

FACTS:

The information submitted discloses that you were incorporated onm
charitable purposes. The specific
purposes for which you are organized are to provide @l education, research and
support services.

RO Vvides research, training, support, and certification to O D
practitioners and the general public, with 2 specific emphasis or il NS Y ou ,
prepare, coordinate, and present iGNNI continuing education seminars to State
and locally licensed Ngy—REGEREDEENNEENy These serminars and
workshops are conducted by your staff at < throughout the country.. You
provide VSESEEEBC<tification. This certification provides the general public with a quality
ass rrance program for S IENE:. The certification covers general to
advanced practitioners and assistance to senior trainers. The credentials allow C“G_lp
S c:rtified practitioners the use of the YD ame, referral listings, a
newsletter subscription, end product and workshop discounts for a $‘annua| fee. You
develop continuing educ:tion materials by developing curricula, books, “Videos and audio
programs for use in s<miinars and indegendent study. You sell Mtn
practiticners and the general public at or below retail prices. You maintain a referral reg’
of ceritified practitioners, publish a quarterly newsletter for practitioners, and plan to sponsor
an annual conference.

O s ot 2 membership organization. You solicit participation in your
continuing education seminars and workshops through direct mail, advertising, and local
promotion by v sponsoring workshops. Seminar and workshop fees are
determined by prevailing industry rates. Proprietary support materials are included as part
of workshop fees and are provided at wholesale to schools, and sold at retail to the general




public.. Pricing is determined by cost to produce and sale price of similar professional
materials. Annual certification fees are determined by cost to

distribute a catalog of professional equipment and support materials at seminars
direct mail, and upon request. You have a

who oversees the granting of licenses to other groups interested in using the S D
name, logo, or proprietary materials. ' -

. You also
, through

Your income is derived from continuing education seminar fees, sales of continuing

education materials, sales of Wi EEEGCG—GE— Ccification fees, annual conference fees
and royalties for the use of the IENEBname. Your expenses include salaries, rent,
workshog, conference & seminar expenses, cost of sales, returns and allowances, bad

aebts, printing and raproduction, postage and delivery, telecommunications, and other
necessary office and administrative expenses.

ISSUE:

Does the organization qualify for exemption from Federal income tax as an educational

' organization described under section 501(c)(3)? Can the organization nualify under any

other section under 501(c) of the Internal Revenue Code?

LAW:

Section 5C1(c)(3) of the Intemal Revenue Code describes certain organizations exempt
from income tax under section’501(a), and reads in part as follows:

“Corporations, and any community chest, fund, or foundation organized and operated
exclusively for religious, charitable, scientific, testing for public safety, literary or educational
purposes, or to foster national or international amateur sports competition (but only if no part
of its activities involve the provision of athletic facilities or equipment), no part of the net
earnings of which inures to the benefit of any private shareholder or individual, no substantial
part of the activities of ‘which is carrying on ‘egislation, (except as otherwise provided in
subsection (h), and which does not participate in, or intervene in (including the publishing or

distribution of statements), any political camoaign on behaif of any candidate for public
office.” _ :

Section 1.501(c)(3)-1(c)(1) of the Income Tax Regulations provides that an organization
will be regarded as “operated exclusively” for one or more exempt purposes only if it
engages primarily in activities which accomplish one or more of such exempt purposes
specified in saction 501(c)(3) of the Code. An organization will not be so regarded if more
than an insubstantial part of its activities is not in furtherance of an exempt purpose.

Section 1.501(c)(3)-1(d)(1)(ii) of the Income Tax Regulations provides that an
organization is not organized or operated exclusively for one or more exempt purposes
unless it serves a public rather than a private interest. Thus, itis necessary for an
organization to establish that it is not organized or operated for the benefit of private interests
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such as designated individuals, the creator or the family, shareh

Persons controlled directly

or indirectly, by such private interests

Section 1.501(a)-1(c) of the Income Tax Regulations defines
individuals” as an individual having personal and private interest in the activity of the

corporation,

Section 513 of the intemal Revenue Code defines 3 trade or

Income or funds or the use

business the conduct of which is not substantially related (aside

olders of the organization, or

"

private shareholders or

business as “...any trade or
from the need of such for

it makes of the profits derived) to the exercise or performance by
such organization of its charitable, educational, or other purpose or function constituting the
- basis for its exemption under section 501...",

trade or business merely

because it's carried en within a larger aggregate of similar activities or within larger complex of

ay or may not be related to the éxermnpt purpose. See Income Tax

In Fedération Pharmacy Services, Inc., v. Commissio"er, (1979), 72 T.C. 687, and B.S.W.

Group, Inc. v. Commission

er(1978) 70 T.C. 352, the cuurts stat

at a discount and providing services at cnst lacks the donative e

section 501(c)(3). They were therefore_operated for a commercial
Purpose and in direct competition with commercial businesses. :

establish exemption under

magazine is grinted in = oreign anguage and inay provide som

other magazines, there is no showing that the o

of itself is exclusiveiy chari
Corporation is not organize

LT o g 0t

(ahle, scientific, literary or educationa

ion 501(c)(3) Although the
€ materials unlike those in

perations fulfill a corporate role which in and

l. The mere fact that the

d for profit does not entitle it to exempt status.
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ANALYSIS:
The N .5 dcveloped Dy W - your
corporation and the developer of the Although .

the " s - o longer manufactured, you do promote the sale of the
Y =G 2ccessories at a discount price and further discounted through

participation in any of your workshops. You provide a technique workshop and a marketing

workshop. The technique workshop is basicolly a “how to” presentation and demonstratior

on GNP ncluded is an audio and practice tape, a 2 hour workshop review video,

and a 75 page manual and studyguide. The marketing workshop provides participants with
marketing skills that will help them in promoting theiri .. | c/udcd is'a iy
page book prepared by ] . as well as an addenda packet
of sample contracts, proposals, brochures, screening and evaluation forms, and media

articles about <IN THc workshops are designed for
SR current students in recognized AN Knowledyge of basic
anatomical terms and «uEEG—GEG— s rcqUired.

You stated that ybu have no patented products sold by S EEEEG—G—G—R However, you
have filed and are awaiting trademark approval on the Y \ o Gid

not provide a response to a question addressed in our inquiry in which we asked if anyone
receives any royalties for the use of the

CONCLUSION:

The manner in which your activities are conducted is 110 different from those conducted by
an organization operated for profit. As in any business, you are promoting a product which is
the " <\ oped by ? This
provides a direct benefit to ijiilll® The manner in which your services and products are
provided is commercial in nature. Workshop fees are prevailing industry rates, and although
support materials are discounted through your workshops, they are sold wholesale to
schools, and retail to the general public. In addition, since all your services and products are
specifically designed for <Y o students in recognized (NENEGND
WS, these individuals also benefit since it enables them to further their own <D
P Any benefit to the public is incidental.

Accordingly, based on the information submitted, it is held that you are not operated for
one or more exempt purposes under section 501{c)(3) of the Internal Revenue Code.

We have also considered whether you would qualify for exemption under any other
section under 501(c) and have determined that you would not meet the qualifications under
any other section of the Code since you are primarily operating a business.

If you are in agreement with this propased determination, we request that you‘sign and
return the enciosed agreement, I"orm 6018 (Consent to Proposed Adverse Action). Please
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determination on this matter. Further, if you do not appeal this determination within
the time period, it wiii be considered by {ne Internal Revenue Service as a failure to

exhaust available administrative this section shall not be issued in any proceeding
unle o the Tax Court, the Claims Court, or the district court of the United States for

Section 7428(b)(2) of the Code provides, in part, that “A declaratoryjudgment on;

decree under exhausted administrative remedies available to it within the Internal
Revenue Service”.

If you have any questions, please contact the person whose name and telephone number
are shown on the heading of this letter.

Sincerely yours,

/s
% ( e & ///,____
S _

Steven A. Jensen
District Director

Enclosure:

Publication 892 -
Form 6018 : -
Envelope




